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": Moe present cotton program began with the passage of the Agricultural 
Adjustment. Act. in May,. 1933. The economic situation leading up to the passage 
of the Act had resulted in severe disparity between prices of farm products. 
and other, products. While disparity was present in the price of every pro- 
duct’, it was most severe in the export commodities, such as. cotton, wheat, ,. 
rice, and tobacco. The Agricultural Adjustment Act was passed to core with 
theeconomic situation that rontzonved this country’ at the beginning of 1933. 


» The purposes set forth in-the Act were: "to relieve the existing nat— 
ional emergency: by increasing agricultural purchasing power, to raise revenue 
for'extraordinary expenses incurred by reason of such emergency, to provide. 
emergency relief: with respect to agricultural indebtedness, to provide for 
orderly. liquidation’ of’ joint stock land banks, and for other purposes." Meth 
ods and procedures authorized by the Act enabled an orderly, yet quick deal- 
ing, with the farm problem, and contained the following declaration of emer- 
gency: "That the present acute economic emergency being in part the conse-. 
quence of a severe and increasing disparity between the prices of agricul-_ 
tural and other commodities, which disparity has largely destroyed the pur- 
chasing power of farmers for industrial products, has broken down the orderly 
exchange: of. commodities, and has seriously impaired the agricultural assets 
supporting the National credit ea sp it is hereby declared that these. 
conditions in the! basic industry of Agriculture have affected transactions 
in agricultural commodities with a ae onga public interest, have burnened and 
obstructed the normal currents of commerce in such CORO SAE ESS and render. 
HmDGEREAVS the a enactment of GLidet of this Act. 

; The ae a policy of Boe 3 regarding the National economic emergency 
is clearly set forth in the Agricultural Adjustment Act as. follows: »(1)."to 
establish and maintain such balance between the production and consumption, of 
agricultural. commodities, and such marketing conditions therefor. as will re- 
establish prices to farmers at a level that‘will give agricultural commodities 
a purchasing power with respect to articles that farmers buy, equivalent to the 
purchasing: power of agricultural commodities in the base period. The base period 
in the case of all agricultural commodities except tobacco shall be the prewar 
period, August, 1909 + July, 1914 —"; (2) "to approach such equality of purchas- 
ing’ power by gradual. correction of the present inequalities therein at as rapid 
a rate as is deemed feasible in view of the current consumptive demand in dom- 
estic markets"; and (3) "to protect the consumer's interest by readjusting farm 
production at such level as will not increase the percentage of the consumer's 
retail. expenditures for agricultural commodities, or products derived therefrom, 
which is returned to the farmer, above the percentage which was returned to the 
farmer. in the prewar period, August, 1909 - July, 1914." 
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One of the principal powers granted by Congress to effectuate the pur- 
poses of the Act was to control production by giving financial assistance through 
benefit payments to farmers who voluntarily cooperated with the Government in 
making the necessary adjustment. The existence of overproduction was recog- 
nized, together with the necessity of reducing this oversupply and refraining 
from further overproduction, so that farmers might receive their fair share 
of the National income. Kona nai 


The first commodity for. which an adjustment program was developed and 
carried out was cotton. On April 15, 1933, just previous to the passage of the 
Act, the average farm price of cotton was 6.1 cents a pound, compared with 
approximately 18 cents a pound in the same month in 1929, and an average of 
12.4 cents a pound during the prewar period, 1909-1914. World carryover of 
American cotton at the.beginning of the new crop year, August 1, 1933, was 
éxpected to be around.12.5 million bales compared with a 10-year average of 
around 5 million bales. There was also indications that the acreage of cot- 
“ton planted in 1933 would exceed that of 1932 and an increase of only 7 per- 
“cent, the unofficial estimate. at the time, would mean, with average yields, a 
production of approximately 13.7 million bales. Thus, the indicated 1935 crop, 
‘added to the estimated carryover, would have given a total supply of American 
“cotton for 1933-34 slightly greater than the record supply of 26 million bales 
ty 65 gw EN In the face of such a large carryover, farmers had increased their 
cotton acreage in an effort to compensate for decreased price with increased 
volume. Labor was cheap and abundant and the prices of alternative crops were 
not encouraging. It seemed imperative, therefore, that the Secretary of Agri- 
culture and the Administrator of the Act take immediate action to prevent fur- 
ther sharp declines in cotton prices and farm income. 


In planning a program for immediate execution, a study was made of cot- 
‘ton production, consumption, and prices over the last twenty-year period. Be- 
fore the World War, the cotton situation was relatively stable. World product- 
ion was increasing and so was world demand. Cotton textile mills were expand- 
ing their operations both in the United States and in many foreign countries. 
Cotton producers saw little need under these circumstances to bother about 
control: of production. Increased production forced prices down during some 
years, but years.of smaller production and higher prices usually followed. Con- 
ditions appeared to warrant moderate, continuous expansion of cotton acreage. 


The wartime and post-war developments ups set the balance between cotton 

production and consumption. The price of cotton increased from 12.4 cents per 
' pound during the prewar period to 28.4 cents per pound at the close of the 

World War. The favorable price situation did not’ lead to a great expansion in 
“production because of high production costs and relatively high prices of other 
agricultural products. After a brief post-war slump, cotton prices recovered 

‘and again reached significantly high levels. The farm price in December, 1923, 
was 32 cents a pound. This was an incentive to increased production pecan as e 
at this price cotton was a relatively profitable CrOD. 7 


‘From 1921 tO 1926 iene doe expansion took pit in the West. ' Texas 
alone increased production from 2,19%,.000 bales to 5,628, 000 bales during this 
“period, and in Oklahoma preduetnen increased from ‘431, 000 Gove 773; 000 bales. 
The acreage of cotton harvested in the United States during thie period increas— 
ed from 28,678,000 acres to 4,616,000 acres. A similar expansion occurred in 
foreign peut ae! During the period ‘from 1921-22 to 1925-26, foreign cotton 
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acrsagé increased from 28,322,000. acres to 42,310,000 acres. More than two- 
thirds of the increase in acreage was in India. 


Saari Jaf ter 1926:cotton production wag maintained at a relatively high level. 


~The ‘business depression that began in 1929 apparently had little, if any, effect 


in. decreasing cotton production, while on the other hand the depression con- 
tributed materially to a reduction in cotton consumption. The world carryover 


6f American cotton in the 1929-30 season was less than.5,000,000 bales, where- 
ag by 1932-33 such carryover reached nearly 14,000,000 bales. Thus, with pro- 


duction remaining at high levels and with cotton:consumption declining, burden- 
some surpluses were created and prices fell to an extremely low level. The price 
producers received for cotton fell from 1& cents a pound in 1928-29 to. 6.5 cents 
a pound in 1932-43. The gross income from the sale of cotton and cottonseed in 
the United States fell from $1.470,000,000 in 1928-29 to $483,912,000 in 1932.33. 
This represented a decline in the average gross income per farm family from the 
sale of cotton and cottonssed' of from approximately $735 in 1928-29 to ¢$2he in 
1932-34. With the price of cotton moving sharply downward during this period, 
farm incomes were decreased tremendously. The price of things farmers bought; 
on the other hand, remained relatively high. The price of things farmers bought 


‘in 1932-33 averaged 7 percent above the prewar level, while the. price of cotton 


and. cottonseed averaged 54 percent below the prewar level. As a result the pur- 
Chasing power of cotton farmers was greatly reduced, standard of living..condi- 
tions was materially lowered, .and current expenses and fixed debts were difficult, 
if not impossible, to meet. Thus, the economic situation in the Cotton Belt in 


1. May, '1934,.was the culmination of a disastrous downswing:in cotton prices and 
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-farmincome over a period. of years. 


In view: of this situation and the fact that another large crop of.cotton 
was: in prospect:.in: 1943, it was clear that drastic. action was necessary if a dis- 
aster of major proportions throughout the Cotton Belt was to be averted. On May 
23; 1933, representatives of the Bureau of Agricultural Economics, the Extension 
Service, and the Agricultural Adjustment Administration met to consider the sit- 
uation. In this conference it was emphasized that while -fluctuating yields have 
seemed ‘the dominating factor in. cotton. production in some recent years, acreage 
is: the, dominant: factor in the. long.run. During approximately the first:30 years 


-of this century cotton yields fluctuated and showed. a net decline, while the - 


acreage of ‘cotton harvested imcreased over 70 percent. 


Domestic production could without doubt be curtailed by reducing acreage 
Would such reduction in production in the United States stimulate foreign pro- 
duction and increase competition in the world markets? A study of the foreign 
cotton situation revealed that it would not be easy to immediately stimulate pro- 
duction materially in most countries because of unfavorable. climatic, economic, 
and social conditions. While although it would be desirable to have all producing 
countries adjust.production uniformly and thereby distribute the burden of im- 
provement, it would be. unwise for this country to wait until such unanimity of 


action was. obtained before putting any program in effect. The important ob- 
jective was to correct-.the unsatisfactory situation and yet avoid stimulating 


foreign production. The creation of a world shortage of cotton and excessively 
high:prices might stimulate cotton production abroad, but a program aimed at 

reduction of the scotton ‘surplus and the increase of cotton prices to parity did 
not seem likely to bring about material expansion in foreign cotton production. 


Not until a large part of the excessive carryovers had.been removed would there 


ants 


likely be any danger of world market prides advancing to a point which would 
result in significant increases in cotton acreages abroad. 


It was decided that the minimun objective for 1935 must be the elimination 
of 10,000,000 acres, or 3,000,000 bales of cotton from the growing crop. Inter- | 
“views with hundreds of farmers in key counties throughout the Cotton Belt con- "4 
firmed estimates that it would: be necessary to make payments of approximately 
$11.00 per acre on an average, in order to secure the cooperation of farmers in 
- plowing under the required’ acreage. Accordingly, a schedule of payments calling 
for a total of approximately $110,000,000 was worked out. 


Besides this schedule of payments, it was decided to give growers the 
alternative of 2 combination eash rental payment plus an option on Government 
- owned cotton, 2s provided in Part I of the Agricultural Adjustment Acty.  Unaer 
this plan, the producer was to receive an option of 6 cents a pound on Government 
cotton in an amount equal to the estimated production on tne land he retired 
from production. This meant that the privilege of optioning the cotton at 
cents a pound would permit the producer to realize a profit of 4 cents a pound 
if the option should be called at 10 cents. The acreage reduction plan was 
calculated to reward those who voluntarily cooperated with benefit payments and 
‘option profits slightly more than the value of the cotton they would otherwise 
have harvested. In this way, the non-cooperators would not have an opportunity 
to profit at the expense of those who cooperated. 


Late in June, 1933, cotton producers were offered the opportunity to enter 
into Cotton Option-Benefit or Benefit Contractse Provision was made in the con- 
tract for the use of the land taken out of cotton. The producer was given the 
opportunity to plant the plowed up cotton acreage for the production of soil 
‘improvement, or erosion-preventing crops, or food, or feed crops for home use. 


Simultaneously with the launching of the acreage reduction campaign in 
June, a committee made up of representatives of the Division of Information, 
Agricultural Adjustment Administration, the Extension Service, and. the Cotton 
Section of the Administration's Production Division worked out a comprehensive 
‘schedule of news releases of an informational character to be ‘carried in the 
daily and weekly newspapers and farm magazines, and a series of radio addresses 
to be delivered over tiational chains and local stations. The campaign had the 
active support.of business and professional men generally. 


The amount of land actually taken out of cotton production was approxi-. 
mately 10,500,000 acrese Tne baleage taken: out of production was estimated at 
4,500,000. The actual production on the remaining cotton acreage was limited 
to 13,047,000 bales. ; 


bal . Due to the high yield of 209 pounds of lint cotton harvested per acre in 

1944. approximately 4,500,000 bales would have been produced on the 10,500, 000 
acres that were plowed under, and the full crop would have totaled approximately 
17-1/2 million bales. The significance of these figures becomes apparentif one 
reviews the situation which would have prevailed if the Government had not in- 
'tervened on behalf of the cotton growerse. Hada full’ crop of. over 17 million 
bales been harvested, the world supply of American cotton would have: reached an 
_ unprecedented record of ‘over 29,090,000 bales. The removal of over 4, 000, 000 
bales from production prevented an increase in the surplus and resulted in cotton 
prices being higher during the harvesting season of 1933 than they:.otherwise 
would have been. 
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. The 1,031,536 producers who witnudrew land from cotton production received 
a total cash rental. of approximately $]le, 500,, 000. They also received options* 
on a ‘Guanti ty of. Government-—owned cotton on which - they made a vtofit of Oe 
than. me 000, 000. 


“the Sailecrmeana in the supply of cotton, a reduction in. the gold content ~ 
Or. the dollar, and an improvement in consumer demand increased the farm prive 
of cotton from 6.5 cents per pound in 1932-33 to 9.7 per pound in 19 obs aay 


The farm value of the 1933-34 crop was $717,007,000, compared to. 
$483 ,912,000 for a crop of. similar size the year before. Including rental 
payments and profits. on options, the gross value of the 1933-34 crop was 
approximately $880,097,000, or an Geena: of. 2 percent in the value or the 
crop over that of a year: previous. 


Funds with which to make rental and benefit payments to cooperating 
cotton producers are obtained froma processing tax of 4.2 cents per pound net ° 
weight on cotton entering domestic consumption. Two factors make the processing 
tax jon ‘cotton of slight effect on prices received by producers. First, the 
United States normally exports between 55 and 60 percent of its cotton Crop. 
Since no tax is levied on cotton for export, the price to foreign buyers is not 
appreciably affected by the processing tax on domestic consumption, and the 
price paid by domestic mills cannot be less than that offered by foreign buyers. 
The tax, therefore, is an additional cost attached to cotton in domestic con- 
sumption, over and above the export price for cotton, It does. not increase the 
price.to foreign buyers or place American cotton or cottcn goods on an unfavor- 
able competitive basis abroad.. Second, the domestic dema ne. for textile materials 
is relatively inelastic. Domestic mills will pay relatively high prices for 
cotton and consume large amounts of it when the consumer demand is strong, but 
when demand is weak, Serkan is decreased, even though prices are low. 


. Voluntary: farm readsustments could not be made without benefit payments, 
and therefore the need for processing taxes or other means of providing funds 
with,which to.make payments.. From.past experience we may be sure that unless . 
farmers. were helped: or.forced to make such adjustments, they would. be made too 
slowlye Meantime, hundreds of thousands of farm families would be pauperized, 
and the depression in both town and country would be indefinitely prolonged. 
some advantages of pr ocessing taxes are that they are easy and inexpensive to 
collect and difficult to evade. The revenues obtninable can be forecast with 
a, high degree of accuracy. It is doubtful if, any other form of tax would offer 
as:sure and steady a source of revenue. The cotton tax of 4.2 cents a pound 
represents about 8 cents on-a pair of overalls costing $1.60, less than $ cents 
on a sheet costing. $1.30, and about 3 1/2 cents on a work shirt costing 90 
cents. Studies indicate that most of the cotton processing tax is passed to 
the consumer in the: form of higher retail ‘»rices. dune 


While cotton prices cara the fall. of 1933 were approximately 50 per-. 
cent higher than in 1932, they were still below parity as defined in the Agri- 
cultural Adjustment Act. The farm price of cotton during the 1933-34 season 
averaged 9.7. cents a pound.compared with parity. price at 14 cents a pound. 
This parity. price was. somewhat higher than in June, 1933, when the rate. of. 
processing tax was determined and is due to a. rise in: the prices paid by © 
farmers for commodities bought. 
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Even though the 1934 program: reduced the potential-supply of cotton ey 
he 5 million bales, world supplies of American cotton for. the..1933- es season. 
were still large, amounting to 24,635,000 bales;. but. were however, ny 3205 000° 
bales, or about 5 percent, less than the supply for the previous seasons This i 
reduction was due to increased consumption, both at home and abroad. Should 
world -consumption of American cotton in 1933-34 have been equal to the rela- 
tively high consumption of 14,171,000 bales in.1932-33, the carryover. on. August - 
Bal 1934, would have been around 10.5 million bales, or more than,twice the -10- 
year (1923-32) average carryover. 


While foreign cotton acreage increased 3,661,000 acres, or about 9 per-.. 
cent in 1934 over that of 1932, cotton acreage in this country increased approx- 
imately 4,900,000 acres or nearly 14 percent. The world cotton, acreage in: 1933 
was therefore definitely upward. Since comparatively little cotton is planted .. 
in foreign countries after the date on which the 1933 plow-—up campaign began, 
the increased foreign acreage in 1935, over that of 1952, was not: because. of 
the cotton. program in this country. BoE sie Ad ase 


In order’ to,further reduce the ee tle supplies of: nen ca cotton 
and to further improve cotton prices, a two-year program was’ worked out-in the 
ToLEoOr 1945. At) eae ti 


' A series of err enren was held at central points fuses ‘the South | 
with. representatives of the Extension Service, cotton producers,:.and others, 
and'on the basis of these conferences, the general princiries of a production. .- 
control program for 1934 and 1935 was agreed. upon. On Sejvomber 22,.1933,-the | - 
plan:was announced by the Secretary of Agriculture... The objective of: this: pro+: 
gram was a reduction in the carryover to near normal. For 1934 a. reduction: et 
LO percent from. the nat 3e average plane’ acreage Was to be made... 


name raec ins producers were required to eddee their ieee acreage by not 
less than 35 percent and not more than 45. percent. The! land-kept out of pro- 
duction was to be rented to the Secretary at three and one-half cents: (33¢) per 
pound on the average yield of lint cotton per acre for the farm in the years 
1928-1932, inclusive, with.a maximum rental of eighteen dollars GS, 00) per. 
acre; an additional: cence payment: of not less than one: cent: per pound was. to . 
be axe on the farm: allotment. The. contract. stipulated: that, managing-share - 
tenants should receive half of the rental payment, and’ that all tenants, in- 
cluding croppers, should share in the parity PAYMENT s to the’ same’ extent that 
they shared in the crop. : 


A County Production Control Association was organized-in each:county as 
the Administrative agency of the Cotton Production. Section, Agricultural Adjust- 
ment Administration, in relation to cotton production. Any. producer. entering 
into a contract with the Secretary of Agriculture was eligible for membership 
in the association in the county in which his farm was located. The control 
associations secured contracts from individual producers, made adjustments for 
overstatement if necessary, and forwarded the summary forms to the Heahe: Board of/ 
for approval, and if prey au were forwarded to. the Meena getee office. Review 


“Cotton producers. were: given: tne PR Ee ay A BOs oars the acreage” ‘rented’ 
to the Secretary for the ‘production of soil-improvement, or. erosion-preventing 
crops, or food crops, or feed crops, for home use.,°- . pear ethicn tise 


ae 


Mhe closing date for accepting contracts from producers was February 15. 
On this..date the Secretary declared the program effective on the basis of the 
signatures obtained. Reports from State offices: showed that nearly 1,000,000 
producers whose ‘base ‘acreages ‘approximated 59,000,000 ‘acres ‘had, ‘signed .cotton:' © 
contracts. ~ 


The most recent data available show that 1,004,000 cotton acreage re- 
duction contract's -have been accepted by the Secretary and that the base acreage 
represented by such contracts totals 33,217,296 acres. These .contracting pro- 
ducers agreed to reduce their plantings in 1934 to 23,625,933 acres and to rent 
14,591,363 acres of their cotton land to the Secretary of Agriculture. .On : 
July 1 the contracting producers had approximately 21.3 million acres, of cotton 
in cultivation out of an estimated total of 23.4 million acres planted... On 
December 8, 1934, the Federal Crop Reporting Board estimated the acreage of 
cotton ror harvest at 27,515,000 acres. Of this amount, approximately 20. 6 
million acres were to be harvested by contracting producers and 649 million. 
acres by farmers ‘operating -farms not covered by. contracts. From the -total - 
harvested acreage it is estimated that. 9.7 million bales. of cotton will be 
produced in the MB aD. séason. This, together with the carryover at: the be-. 
ginning of the séason; will give a total’ supply of 20.3 million bales. for the 
current crop year, or a réduction -of 4.27 million bales or 17 percent under - 
that of a year ago. This reduction in production is. significant from ithe. 
standpoint of price increase. The price of cotton during the harvesting season 
of 1934 has averaged around 12.5 cents a pound or about 29 percent higher than 
during the’ same period in. 1933. he: farm value of ‘the 197435 crop was 
$756, 420,000 compared’ to $717,007;000 for a crop’ approximately one-third larger 
in 1933. Inecluding’$116, 686,371 paid cooperating producers in 1934 as rental 
and benefit payments, the gross value of the 1934-35 crop was approximately 
$$73,106,371. Thi¢g represented an increase in the average gross income per 
farm family from ‘the sale of cotton and cottonseed” of from approxizately $2ue 


in 1952- 33 to abe in BARD 


2 “Both the- 1933 ae 1934 cotton reduction programs were based upon volun- 
bary cooperation Of Cotton prodtcers. Prior to such programs there had been: 
considerable agitation throughout the South for compulsory control; so much, 
Ieiecu, that come States such ae Texas, Arkansas,- louisiana, and South sCardling 
passed legislative acts’ in 1931, ‘either ‘to Berth or to prohibit the. rer onene ¥ 
of cotton — a period of at least one year. ee 


During the early’ We of 1934. Oe Bankhead Bill was tereaneed in Con- 
Srese, This bill -calied- for the levying of a tax on: the-giming-of cotton 
and for assigning tax-free allotments to individual producers. While the Bill 
was pending in Congress, the Secretary of Agriculture sent questionnaires to 
40,000 cotton producers throughout the South’to determine the sentiment toward 
so-called "compulsory control." Over 25,000 replies were received promptly, 
and approximately: 90 percent of these answering the questionnaire expressed 
themselves and the sentiment of their néighbors as being in favor of compulsory 
control and willing to cooperate in its enforcement. The Bankhead Bill was 
enacted into law on April’el, 1934, and became known as the cotton Act or Bank- 
head Act. The purposes ‘set forth in the Act were, “to place the cotton industry 
on a sound conmercial basis, to prevent unfair competition and practices in 
putting cotton into the channels of interstate and -foreign: commerce, to pro- 
vide funds for paying additional benefits under the Agricultural Adjustment Act, 
and for other purposés." The declared policy of Congress regarding the economic 
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emergency existing in cotton production and marketing is set forth as follows: 
"That in order to relieve the present acute economic emergency in that part of 
he agricultural industry devoted to ‘cotton ‘production and marketing ‘by dim- 
inishing.the disparity between pricés paid ‘to cotton pro oducers, and ‘persons. 
engaged in cotton marketing and prices of other ‘commodities and’ by restoring 
purchasing power to such producers and persons so that the restoration of the 
normal exchange in interstate and foreign commerce of all commodities may . be 
fostered, and to raise revenue to enable the payment of additional “bene fits . 
to cotton producers under the Agricultural Act, ua hereby ‘declared fo pet the 
policy.-of Congress ‘to promote the orderly marketing of cotton in interstate | and 
foreign commerce; to enable producers of such: commodity to stabilize ‘their 


markets against undue and excessive flictuations, and to ‘preserve advantageous | 


markets for such commodity, and to prevent unfair competition and practices oa 
in putting cotton into the channels of interstate and foreign Comme and BO. 
more Grae ey, balance Ein recaae e and consunpul or a cottons 


The Act was to be effective’ for one crop year, such year beginning 


June 1, 1934; and for a secorid year should ‘the President find that the economic | 


emergency will continue or is likely to continue to exist and should the, - 
Secretary find that two-thirds of the cotton producers ‘favor its continuance. _ 
Under ‘the Act 10,000,000 (500 pound,’ net weight) bales could be ginned tax free 


in 1934, The National: allotment was to be divided ‘equitably. between ait ‘cotton-__ 


producing states and’ counties within ‘such’ states.” “Ten percent a each state! one 
allotment was reserved to take care of new producers and for certain unusual. 
cases... The allotments to individual’ producers were’ determined in a manner, 
similar to the way the farm allotment: was SE Moan unde: | the’ acreage reduc— i 
tion po recta: ie 3 Tne Wy 

inno we provisions of the Bankhead: Act which agsipiate the Secretary ‘of. 
Agriculture as administrator are carried out under the immediate supervision 
of the Cotton Production Section, Agricultural Adjustment. Administration. 
State Allotment Boards were organized in each state, ‘whose- duties were to com- 
pute allotments to individual farmers and to issue tax-exemption certificates 
on the basis of information: submitted by peers and | approved by communi ty. 
and county committeemen.: 


i A Pte set was Beeted to facilitate the | ‘sale and. transfer of veur 
yon bie tax-exemption certificates issued under the Bankhead ‘Act and was announced 
by the Secretary of Agriculture on Septémber 5, Loses oihey price at which 
certificates were to be sold by the pool was fixed at 4 cents per pound, which 
was approximately 70 percent of the aniount of the re wey. ‘Assistants, ia cotton 
adjustment were instructed to recéive ‘surplus’ exemption ‘certificates from pro~ 
ducers: and transmit them to the Certificate Pool 1 Manager who, ‘in turh,. was 
authorized to. sell such surplus. poundage. to sepa We had produced cotton 
in excess of their tax-free allotments. 


By the first of December the National: Gortaticats Pool. had sold or had 
made commitments to sell approximately $11,000,000' worth of certificates. Over 
60 percent: of the surplus certificates: were received from the States of Oklahoma 
and Texas. The’ sale’ of such certificates permits’ their use as: a form aie chop: 
insurance and, has: enabled producers’ to increase: ‘their’ money income id, those. 
areas in which: cotton productién'was much below’normal in’ 1934, “While. the .1934- 
35 crop.was approximately. :-700;000 bales ‘less than’ the National allotment under 
the Bankhead . iat at, asucn sagan was’ “eas! es to the | severe drouth: in the. 
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States of Texas, Oklahoma, and. Arkansas. In all other cotton-producing states 


_orop conditions were better than average, and in certain sections of the South- 


eastern Cotton Belt one of the best crops in eres from the standpoint of 


_yield per acre, was harvested. =... As ae 


‘Notwithstanding weather conditions, however, there is: no doubt but that 
the Bankhead Act contributed materially to the smaller national production 


this year. The passage of tne Act-was practically assured during the early 


part of the cotton planting season. Many producers reduced their plantings 

so that their adjusted production.would approximate their allotments of tax- 
Prec cotton. ~The Act also contributed to the success.of the voluntary acreage 
reduction program by. penalizing those producers who failed to’ comply with either 


“the. letter or the. spirit of the more: acreage reduction aN a 


While Sorta prices fear ys the fall of 'Ag3U were. WAT ee ah one- 


third higher than in 1933, they were still. below parity. The average farm 


price: of cotton in November, 1934, was 1e.5:.cents-per ee Sk ae alte: with 


parity price at 15.6 cents per pound. 


Even with the sharp reduction of:%3.3 million. bales: in the 1934-35 crop 


‘under that of 1933-34, world supplies :of American cotton were still relatively 


large, amounting to 20.4 million bales. -The carryover of 10.6 million bales 
at the beginning of the current season was more than: ace as Voids as the 10- 
year (1923-32) average carryover. ae 


There were also some indicatioiis that pointed to o tendeney toward a 
larger cotton acreage in 1935. The Geer nae has inecrcased substantially 
in the South since 1929 and on January 1, 1934, such population reached 54 per- 
cent of the total farm. population of the: United States. Theré ts, therefore, a 
lar ge supply of labor available for making in the 1935 crop: Also the number of 
work stock on farms in the Cotton Belt is larger and their physical condition 
is better than in any year since 1929. ‘Thore also appears ‘to be ample credit 
available to finance the new crop. in tho Cotton Belt. Thug,’ in view of pats 
and in view of the cotton supply and vrice situation, the Secretary of Azricul- 
ture late in November, 1934, declared the 1934-35 contracts in effect for the 
year 1955, so that oxcess supplies of cotton. might be furthor reduecd and so 
that present. cotton. prices might at- least be maint ained.* The contracts will 

remain cssentially the same as in 1934,‘ cexcort'-that the marity payment will be 
inereased by not less than 25 percent. Contracting vroducers will also be per- 
mitted to rent to the Secretary not less than 25 nercent nor more than a) DO n= 
cent of their adjusted base acreage. 


The Bankhead Act operates concurrently with tho voluntary program and 
provides that if the provisions of the Act are to be effective for the crop 
yoar 1935-36 that two-thirds of the cotton farmors in the United States must 
favor & continuation of the Act. As one method of determining the sentiment 
of cotton producers tyuward its continuance, the Secrotary held a referendum 
on the Act on December 14, 1934. Prior to the referendum, 2 sorics of leaf- 
lets containing in Ee eedon relative to cotton production, consumption, and 
prices were propared and distributed widely to cotton producers throughout 
the Belt. Mcetings were held in local communities to discuss the information 
contained in these leaflets, as woll as other pertinent information, relative 
to the cotton situation. Recent reports indicate that nearly 30,000 such 
méctings were hold and that the total attendance approximated 1,500,900 poople. 


Dato 


On the date of the referendum, rommunity referendum committees super- 
vised the Casting of ballots throughout. all cotton-producing counties. The 
ballot. was drawn and, the referendun wag Conducted in such a manner as to’ per- 
mit all eligible voters to Cast their ballots with the utmost secrecy. Slight- 
ly more than.1,600,000 ballots were cast, represeriting approximately 2,000, 000 
farms that produce cotton according to the 1930 census. The vote. waig over— 
Whelmingly in favor of continuatian of. the Act for the second year; with 90 
bercent of those voting favoring its continuance, — is duly neler cs 


After it was found. that cotton producers were strongly in.favor'of ‘con— _ 
tinuing the Act, it Was necessary ‘that tne Secretary determine thé amount of 
cotton that could be ginned tax free during the crop year 1935-36. . After = 
making a study of the domestic and foreign cotton situation, the Secretary 
announced on January 17, 1935, that the Bankhead quota for 1935 would be. 
10,500,000 bales of 500 pounds of lint Cotton. It was further .anhounced that 
individual allotments under the Bankhead Act Will be, as nearly as possible,” 
for each cooperating producer that quantity of cotton equal .to 65 percent Ome.) 


his base acreage times the average. yield of the farm for the. base peridd, | 


The decision as to procedure in cotton adjustment..in this country rests 
largely upon the basis of securing: for the producer a fair price for his prod . 
uct so that the cotton producing industry. may: be protected against the recurrence _ 
of such disasters as that Of (1931 andi 9033 ce ltaee aim is ta adjust production 
to effective demand and hold production at that ‘point as nearly as’ possible. 
Cotton production in this ‘country has been developed to meet the needs of the 
world market. The policy of balancing supply against demand, therefore, does 
not involve the implication that cotton production Here Wie} be restricted SG?’ 
meet domestic requirements, either by voluntary or Compulsory control, ‘Neither 
does such a policy threaten the loss of our foreign markets, unless: it dg: 
assumed that a fair price to our producers will clogs foreign narkets ‘to them. - 


Ne have had drastic reduction in cotton production in this.country for 
the past two years, . Agricultural adjustment does not mean that drastic re. — 
ductions will continue to be necessarye The plan for 1935 will permit a 
moderate increase over that for 1934. . on account of excessive supplies the 
program thus far has necessarily been one of reduction. An adjustment program 
that Will bring Prosperity to a region or toa nation should properly serve 
the legitimate interests of All. A sound control program opérates to. the 
advantage of all society, De av hi. ‘ 


